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STANDARD OF LIVING AS A BASIS FOR WAGE 
ADJUSTMENTS 

WILLIAM F. OGBURN 
Director of the Cost of Living Department of the National War Labor Board 

THE standard of living as a factor in determining wages 
has been raised to a plane of importance, seldom if 
ever, equaled. This has been due in large part to the 
great rise in the cost of living. The items of the family budget 
rose so precipitously in price after the summer of 191 5, that, in 
cases where wages did not rise, the fall in the standard of liv- 
ing was markedly perceptible over very brief periods of time. 
As the standard of living of many American workers prior 
to the war was so low, any lowering of the standard budget 
brought acute suffering. So the struggle for higher wages 
was generally based on the plea of the rising cost of living. 

Another reason why the standards of living became an im- 
portant factor in determining wages was the high degree of 
social control exerted over labor, necessitated by the condi- 
tions of warfare. Industrial man power was so essential dur- 
ing the war that laissez-faire conditions involving the freer 
operation of supply and demand and of the strike and lockout 
could not be permitted, and in their place were substituted 
a strong measure of social control, vested in part in wage 
setting bodies such as the National War Labor Board, the 
Shipbuilding Labor Adjustment Board and the Railroad Wage 
Commission. With these bodies, it can perhaps be truly said, 
the standard of living was a guiding principle. These bodies 
have had extensive cost-of-living studies conducted in various 
parts of the country and have time and again based increases 
in wages specifically on the increased cost of living. Thus 
on one occasion the Railroad Wage Commission based the 
increase in wages on a measurement of the increase in living 
costs, and on at least three occasions the Shipbuilding Labor 
Adjustment Board has done so. In practically all of the 
cases involving wages that have come before the National War 
Labor Board, the increased cost of living has been considered, 
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and in many cases the increase in wages has been exactly the 
same as the increase in the cost of living. 

A great number of private employers also have increased 
wages because of the increased cost of living. Illustrations 
are the Westinghouse Lamp Company, the Doehler Die Cast- 
ing Company and the Tide Water Oil Company. A number of 
other cases have recently been cited in an article by Professor 
Irving Fisher. Some employers have increased wages speci- 
fically according to the percentage of increase in cost of living, 
determined after special surveys. Illustrations are the flour 
mills of the Pacific Northwest and the Bankers' Trust Com- 
pany of New York. A large national organization of em- 
ployers associations, the National Industrial Conference Board, 
has prepared for the use of its members an extensive report 
into the increased cost of living. A few companies have 
adopted the interesting experiment of regular periodic increases 
in wages, based on increases in general prices. Some of these 
are the Index Visible, (Inc.) of New Haven, the Oneida Com- 
munity, and the Kelly-How Thompson Company of Cleveland. 

The facts of the increased cost of living, upon which these 
wage increases have been based, were determined from ex- 
tensive surveys made by various agencies, such as U. S. Bureau 
of Labor Statistics, the National War Labor Board, the Na- 
tional Industrial Conference Board, the Shipbuilding Labor 
Adjustment Board, the Railroad Wage Commission, the Uni- 
versity of Washington, and others. Of these studies by far 
the most important are those by the Bureau of Labor Statis- 
tics. From all of these studies we know fairly certainly that 
the cost of living based upon all the items of the family 
budget, including food, rent, fuel and light, clothing and sun- 
dries, had increased for the country as a whole about 55 per 
cent from the pre-war period, as measured by the year 19 14, 
to June 1918. We also know that the increase has been 
fairly uniform over the country as a whole, the greatest varia- 
tion being in rent. Up to August 19 1 8, the increase had been 
about 65 per cent, this figure being the average increase over 
1 91 4, in 15 shipbuilding centers, as measured by the U. S. 
Bureau of Labor Statistics. At the present time a fair esti- 
mate of the increase in the cost of living would probably be 
70 per cent. This figure I think can be interpreted as mean- 
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ing that unless wages have increased over this period 70 per 
cent, there has been a fall in the standard of living. 

We do not have available so far as I know the figures to 
show whether wages have increased 70 per cent over 19 14 or 
not. The general economic theory of wages and prices is that 
wages do not increase as rapidly as prices, and that during 
the period of rising prices real wages are lowered. The con- 
ditions upon which such a general economic theory is based 
have been modified during the present war by several forces 
all tending to raise wages more than usually occurs during a 
period of rising prices. These forces have been the shortage 
of men, due to the cutting-off of immigration, the drafting 
of men into the military forces, the demand of stimulated in- 
dustry, the degree of social control of wages by the Govern- 
ment, and the extension of credit. 

What, of course, is true, is that in some industries wages 
have risen more than the cost of living has risen and in others 
they have not, while in some occupations wages have just 
about kept pace with prices. Thus in the steel and iron in- 
dustries wages have increased more than the cost of living. 
The National War Labor Board has in a number of its de- 
cisions increased wages more than the cost of living has in- 
creased. The awards of the National War Labor Board in 
the street-car cases and a number of the decisions of the Ship- 
building Labor Adjustment Commission affecting trades en- 
gaged in shipbuilding have placed wage rates at very nearly 
the increase in the cost of living. In the building trades and 
in the printing trades wages have not increased as much as 
the cost of living. 

The only figures I have secured on increases in real wages 
are the following: I have been able to get the increases in 
union wage rates since 1914 up to May 15, 19 18 in 19 trades 
in about 12 cities. Expressing these rates in terms of their 
purchasing power and calling the result real wage rates, then 
the bricklayers' real wage rates have fallen 21 per cent, car- 
penters' real wage rates have fallen 18 per cent, cement fin- 
ishers' have fallen 20 per cent, granite cutters' have fallen 18 
per cent, hod carriers' have fallen 9 per cent, painters' have 
fallen 14 per cent, plasterers' have fallen 25 per cent, plasterer 
labors' have fallen 20 per cent. The blacksmiths' wage rates 
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have risen 5 per cent, the boilermakers' have fallen 5 per cent, 
the machinists' have risen 10 per cent, the iron moulders' 5 
per cent. The real wage rates of plumbers and gas fitters 
have fallen 20 per cent, of stone cutters 18 per cent, of struc- 
tural iron workers 14 per cent. Compositors' real wage rates 
have fallen 25 per cent, electrotypers' and stereotypers' have 
fallen 27 per cent. These changes are based on union wage 
rates and not on earnings. 

I have been able to get figures on the increase in earnings 
in six important industries. The earnings have been found 
by dividing the total payroll by the number of wage earners 
on the payroll for the week, or the two weeks prior to Decem- 
ber 31, 1914 and October 1, 1918. Expressing these earn- 
ings in terms of their purchasing power and calling the re- 
sult real wages, then real wages in the boot and shoe industry 
have increased 23.5 per cent, in the cotton-finishing industry 
they have increased 6 per cent, in cotton manufacturing they 
have increased 13 per cent, in the manufacture of hosiery and 
underwear the increase has been 11 per cent, in the silk in- 
dustry the increase has been 5 per cent, in woolen manufactur- 
ing they have increased 9 per cent, and in the iron and steel 
industry real wages have increased 45 per cent. 

For common labor, I found that in the government em- 
ployment offices of 130 cities the last common labor placed 
prior to August 1, 1918 averaged 36.6 cents per hour. If in 
December 1914 such common labor was placed at less than 
23 cents an hour, then real wages for common labor have 
risen, and if common labor was placed at more than 23 cents 
an hour, then real wages for common labor have fallen. 

The foregoing figures do not of course show whether real 
wages as a whole have risen or fallen, but they furnish some 
indication of what has happened to a large percentage of 
American workers. 

Observations of these variations in wages by industries and 
occupations are convincing evidence that the standard of living 
has not been the exclusive factor in setting wages. Supply 
and demand have at times raised wages more than the in- 
creases in prices, and in other occasions less. There are also 
numerous instances to show that strong unions have been able 
to raise wages more than less strongly organized groups have 
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done. And also in many industries where there is very de- 
tailed classification of individual workers according to skill, 
productivity has been specifically responsible for increases 
in wages. 

Having made this brief analysis of the problem and survey of 
the facts, the important question of what will be done during the 
period of reconstruction and demobilization may be considered. 
The operation of three forces will probably determine the re- 
sults. First, if general prices fall, wages, after a short lag, will 
tend to fall, industry will be depressed and unemployment will 
probably result. If general prices rise the opposite results 
will occur. The course of general prices will probably be 
markedly affected by the quantity of money and the volume 
of credit. Second, if general industrial activity is stimulated, 
wages will be kept up and perhaps rise. General industrial 
activity will be determined by the demand for the products 
of industry by a world in need. Also the course of general 
prices as affected by the supply of money and credit will have 
its effect on industrial activity. Third, if the demobilized 
workers in war industries and the demobilized army are not 
absorbed in a stimulated industry, unemployment resulting in 
a tendency to reduce wages will occur. What the operation 
of these inter-related forces will result in, it is not the purpose 
here to venture a prediction. 

It would certainly seem desirable, however, that these forces 
ought not to operate without the guidance of public policy 
toward human values and social ends. These aims may be 
condensed into the statement that the standard of living of 
American workmen ought not to be lowered. The fact that 
during the history of our republic the standard of living has 
been markedly raised should serve as an ideal for our guid- 
ance in the future. And if during reconstruction it is desir- 
able that the standard of living of American workmen should 
not become lower than in the past, it should be remembered that 
for the decade prior to the war according to studies that 
have been made, there was a lowering of real wages, that is, 
of the standard of living. Of course if prices fall, money 
wages can fall without lowering the standard of living, and 
no doubt in some cases where large earnings of labor have 
been due to excessive overtime and speeding-up, a fall in 
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earnings might be socially justifiable. But in many in- 
stances neither wage rates nor earnings have risen as much as 
the cost of living. 

In stating these democratic desires, there inevitably arises 
the question: can they be realized? Granting a public policy 
embodying these aims, will such a public policy be sufficiently 
strong to counteract such powerful economic forces as supply 
and demand, falling prices, and unemployment? Public policy 
is still weak as compared with such forces. But one thing is 
certain : simply stating that the standard of living ought not 
to fall, even though it be loudly proclaimed from one end of 
the country to another, will not suffice. It is absolutely essen- 
tial that a plan to attain this end should be worked out, or- 
ganization perfected and machinery set up. And, unfor- 
tunately, such has not been done. This is really the first 
important and necessary step to take. It is not the purpose 
of this paper to sketch such a plan and such an organization. 
The task is very large. But two features of such a policy 
may be mentioned here. 

First, the government should formulate some national policy 
in regard to wages, which will apply to the country as a whole, 
in such a manner as to take full cognizance of differences or 
alleged differences in various localities and territorial districts. 
The problem has been introduced by the governmental control 
over such nation-wide industries as railroads and ship build- 
ing. It is this. Wages differ widely in different parts of our 
large and heterogeneous country. In setting wages for in- 
stance in the railroads and shipbuilding plants, should these 
local differences in wages be allowed? Some claim that the 
cost of living varies widely in different parts of the country 
and therefore there should be these differences in wages. 
Others claim that the cost of living is lower is one part of the 
country than in another because wages are lower, that the cost 
of living is a function of income rather than of geography, and 
that if wages are equalized or standardized then the standard 
of living will be equalized or standardized. The National 
War Labor Board has had some researches made on this point 
in connection with the great number of street-car cases that 
have come before it. The general evidence of these researches 
is that the difference in costs for the same standard of living in 
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different parts of our country is not as great as is popularly sup- 
posed. However the national policy in regard to this im- 
portant problem may be worked out, it will most certainly be 
determined only after careful consideration of the standard of 
living. 

It should be mentioned here that a fairly good method of 
measurement has recently been evolved for measuring in scien- 
tific manner the standard of living, and it is hoped that it will 
be used somewhat more widely in the future. 

In the second place, a national policy in regard to wages 
should determine and declare minimum standards of living 
below which families ought not to be permitted to fall, and 
wages should be kept at such a level as to permit such a stand- 
ard of living. This is an issue now discussed in British social 
politics under the term, the national minimum. And we in 
the United States shall in the near future probably be setting 
minimum living wages for families as well as for women, by 
one agency or another. The question of proper standards of 
living has been the subject of some research by the cost-of- 
living department of the National War Labor Board. This 
department has drawn up for the consideration of the board 
two levels, one of which is called the minimum-comfort budget 
and the other the minimum-of-subsistence budget. After con- 
siderable investigation a minimum-comfort budget was drawn 
in detail for June 191 8, for a man, wife and three children 
living in a large eastern city. The income necessary to live 
according to this plane of living was at that time $1 760 a year. 

The minimum-comfort standard has been used relatively 
little in setting wages, chiefly during the past year. On the 
other hand there has been a great deal of research upon the 
question of the minimum of subsistence. Thus in 1907 Dr. 
Chapin estimated that probably an income between $800 and 
$900 a year would furnish a family of five with the bare physi- 
cal necessities. And in 1914, the New York Factory Investi- 
gating Commission set such a budget for a family living in 
New York city at $876. Today we are forced to think in 
terms of a price level much higher and we have not yet become 
accustomed to the new price terms. So it is altogether a 
proper question to ask what would these two authoritative 
minimum-of-subsistence budgets cost at the present level of 
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prices. In June 1918 these two budgets were brought up to 
date by translating the prices of the various budget items of 
the pre-war period into the new price level as measured by 
the percentages of increase of the various items. By this method 
Dr. Chapin's budget would have cost $1390 and the budget 
of the New York Factory Investigating Commission would 
have cost $1360. Independently, at this time also, a mini- 
mum-of-subsistence budget was drawn up from data from 600 
family budgets collected by the U. S. Bureau of Labor Statistics, 
which set the minimum-of-subsistence budget at $1380. Still 
another method of estimating a minimum living was also used. 
It was found in New York in June 1918 that the dietaries which 
yielded enough calories and grams of protein and which were 
actually in use, cost approximately $615 for a family of five 
counted as 3.4 equivalent adult males. As we know that, at 
the plane of bare subsistence, food costs about 44 per cent of 
the total budget, it is possible to estimate the total budget. 
According to this approximation, the minimum living wage 
would be $1390. It seems fairly evident then that in New 
York in June 1918 the minimum living wage was between 
$1350 and $1400. Since this time, the cost of living has in- 
creased probably about 10 per cent. This would mean that 
at the present time (December 1918) the minimum living 
wage necessary for a family of five in New York city is about 
$1500. What it would be in other parts of the country, we 
do not know. The U. S. Bureau of Labor Statistics has under 
way an extensive investigation which will furnish data for 
various parts of the country. A national policy could cer- 
tainly be very effective in setting and enforcing minimum 
standards of living. 
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